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Board of Supervisors
Los Angeles County Regional Park and Open Space District
Los Angeles, California

INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying financial statements of the governmental activities
and each major fund of the Los Angeles County Regional Park and Open Space District
(the "District”), a component unit of the County of Los Angeles, as of and for the year
ended June 30, 2007, which collectively comprise the District's basic financial
statements as listed in the table of contents. These financial statements are the
responsibility of the management of the District. Our responsibility is to express
opinions on these financial statements based on our audit. The prior year summarized
comparative financial information has been derived from the financial statements of the
District for the year ended June 30, 2006 and, in our report dated November 16, 20086,
we expressed an unqualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America, the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States, and the State Controller's Minimum Audit Requirements for California Special
Districts.  Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and the significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and each major
fund of the District as of June 30, 2007, and the respective changes in financial position
for the year then ended in conformity with accounting principles generally accepted in
the United States of America and State regulations governing special districts.
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The information identified in the accompanying table of contents as Management’s
Discussion and Analysis and Required Supplementary Information is not a required part
of the basic financial statements but is supplementary information required by
accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of required
supplementary information. However, we did not audit the information and express no
opinion on it,

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the District’s basic financial statements. The other
supplementary information listed in the accompanying table of contents is presented for
purposes of additional analysis and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report
dated January 8, 2008 on our consideration of the District's internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, grant agreements, and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

G Vagpen Ay rminn. e bamen 170 C

Irvine, California
January 8, 2008



LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Management's Discussion and Analysis
For the Year Ended June 30, 2007

Management's discussicn and analysis of the Los Angeles County Regional Park
and Open Space District (the District) provides a narrative overview of the District's
financial acftivities for the fiscal year ended June 30, 2007. Please read it in
conjunction with the accompanying financial statements, footnotes, and
supplementary information.

Financial Highlights

¢ As more fully explained in the government-wide financial analysis below and
in footnote 8 to the financial statements, net assets were $16.7 million at
June 30, 2007.

= During the current year, the District's net assets increased by $35.9 million.

¢ The District's General Fund fund balance increased to $261.2 million.

« The District reduced its outstanding debt during fiscal year 2006-2007 by
$20.5 million,

Financial Statement Overview

This annual report consists of a series of financial statements: 1) government-wide
financial statements, 2) fund based financial statements, and 3) notes to the
financial statements. In addition to the financial statements, this report contains
required supplementary information and additional supplementary schedules.

Government-wide financial statements: The government-wide financial
statements are designed to provide a broad overview of the District's activities and
present a longer-term view of the District’s finances.

» The Statement of Net Assets presents all of the District's assets and
liabilities, with the difference reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator to determine
whether the financial position of the District is improving or deteriorating.



LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Management's Discussion and Analysis
(Continued)

The Statement of Activities presents information showing how the District's
net assets changed during the fiscal year. All changes in net assets
(revenues and expenses) are reported when the underlying event giving rise
to the change occurs, regardless of the timing of the related cash flows.
Accordingly, revenues and expenses are reported in this statement for items
that will result in cash flows in future fiscal periods (e.g. uncollected
assessment revenues, and accrued but unpaid interest expenses).

The government-wide financial statements can be found on pages 9-10 of this
report.

Fund based financial statements: A fund is a grouping of related accounts that is
used to maintain control over resources that have been segregated for specific
activities or objectives. The District uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All funds of the
District are Governmental fund types.

o Governmental Funds - All of the District's activities are reported in
governmental funds. These funds are reporied using modified accrual
accounting, which measures cash and all other financial assets that can
readily be converted o cash. The governmental fund statements provide a
detailed view of the District's operations. Governmental fund information
helps to determine the amounts of financial resources used to finance the
District's programs.

Net asset/net equity differences between the government-wide and fund based
statements are highiighted on page 12 and are primarily the result of the inclusion
of bonds payable, unamortized bond premium and refunding charges, accrued
interest on bonds payable, and deferred revenue in the government-wide liabilities.

The difference between the changes in net assets/fund balances on the
government-wide versus fund based statements is highlighted on page 14 and is
primarily the result of reporting the repayment of bond principal as an expenditure
in the fund based statements.

Notes to the Financial Statements: The notes provide additional information that
is essential for a full understanding of the data provided in the government-wide
and fund based financial statements.



LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Management's Discussion and Analysis
(Continued)

Government-wide Financial Analysis

Our government-wide analysis focuses on the net assets (Table 1) and changes in
net assets (Table 2) for the District's governmental activities.

Table 1
Net Assets
(in Thousands)

Governmental Activities
FY 2007 FY 2006

Current and other assets § 342,206 3 326,208
Total assets 342,296 326,208
Long-term debt outstanding 311,623 332,117
Other liabilities 13,966 13,250
Total liabilities 325,589 345367

Net assets-
Unrestricted 16,707 (19,159)
Total net assets 16,707 (19,159)

GASB Statement 34 requires that the government-wide statements reflect a liability
for the $311.6 million in outstanding bonds issued to finance grants made to other
governmental agencies, but does not permit the recognition of assets for future
assessment revenues that are pledged for the annual debt service payments on
the bonds. Amounts distributed to the cities and other eligible entities are recorded
as expenses by the District and no capital assets are recorded. As a result, in
previous years, the Statement of Net Assets has shown negative net assets. This
year, the Statement of Net Assets reflected positive net assets for the first time, in
the amount of approximately $16.7 million. The bond covenants require the County
to levy property taxes in future years to specifically repay the principal and interest
on the bonds. Accordingly, the net assets related to these bonds are expected to
continue to gradually increase as the bonds are redeemed.

Total assets of the District increased by 4.9% from the prior year to $342 million
due to a $15 million increase in pooled cash and investments, a $0.5 million
increase in assessments receivable, and a $0.6 million increase in interest
receivable.



LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Management's Discussion and Analysis
(Continued)

Total liabilities of the District decreased by 5.7% from the prior year to $325.6
million due to a $20.5 million decrease in long-term liabilities (bonds payable) and
a $0.7 million increase in project related expenditure accruals and interest payable.

Total net assets increased $35.9 million to $16.7 million due to an excess of
general revenues ($95.0 million in assessment revenue and investment income)
over government expenses ($59.1 million in grants to other agencies, bond interest
expense, maintenance and administration).

Table 2
Changes in Net Assets
(in Thousands)
Governmental Activities
Summary of Statement of Activities

FY 2007 FY 2006
Revenues
General revenues
Assessment $ 78,088 $ 77,825
Investment income 16,115 11,683
Other revenue 793 1,202
Total revenues 94,986 90,710
Expenses
General government 42,417 45,444
Interest expense 16,713 17,477
Total expenses 59,130 62,921
Increase (decrease) in net assets $ 35,866 $ 27,789

Investment income increased by $4.4 million in 2007 due to higher investment
yields. The District spent $3.0 million less on park improvements and maintenance
in 2007 and interest expense on bonds decreased by $0.8 million.
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L.LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Management's Discussion and Analysis
(Continued)

Fund Based Financial Analysis

As of the end of the current fiscal year, the District's governmental funds reported
combined fund balances of $327.0 million, an increase of $14.7 million from the prior year.
Current year revenues from the governmental funds were $91.2 million, an increase of
0.5% from the previous year. Expenditures in the current year were $42.4 million, a
decrease of 32.6% from the previous year.

Debt Management

At June 30, 2007, the District had Bonds Payable of $311,622,945, the proceeds of which
are being used to fund various park improvement projects and a debt service reserve fund.
The debt service payments are secured by the District's annual benefit assessment to
each assessable parcel as approved by the voters in 1992 and 1996. The District reduced
its outstanding debt by $20.5 million during fiscal year 2007.

Budgets

No material adjustments were made to either the District's original General Fund budget or
the District's original Debt Service Fund budget. The adjustments that were made
reflected changes to the revenue pledges resulting from the sale of the refunding bonds.

In the District's General Fund, the budgeted expenditures included encumbrances of $78.4
million reflecting the District's obligations to fund future park improvements. These future
expenditures will be funded with additional debt proceeds or assessment revenues.
During fiscal year 2007, the District spent much less than the amount budgeted for park
grants, projects, and maintenance. No new bonds were issued during the fiscal year, but
as explained in footnote 9, the Series 1997A bonds were refunded on July 5, 2007,
subsequent to the end of the fiscal year.

Contacting the District's Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, and
investors and creditors with a general overview of the District's finances and to
demonstrate the District's accountability for the money it receives. If you have any
questions about this report or need additional financial information, contact the County of
Los Angeles, Department of Auditor-Controller, 500 West Temple Sireet Room 525, Los
Angeles, CA 80012.
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Siatement of Net Assels
June 30, 2007

(in Thousands)

ASSETS:

Pooled cash and investments (note 4)
Assessments receivable
Interest receivable

Total assets

LIABILITIES:
Accounts payable
Accrued interest payable
Due to Los Angeles County (note 3)
L.ong-term liabilities (note 5):
Due within one year
Due in more than cne year

Total liabilities
NET ASSETS:
Unrestricted (note 8)

Total net assets (deficit)

See accompanying notes {o the basic financial statements.

9

Governmental Activities

2007 2006
$332,508 317,476
7,348 6,850
2,440 1,882
342,296 326,208
1,107 2,011
3,861 4,149
8,898 7,090
22,630 21,475
288,993 310,642
325,589 345,367
16,707 (19,159)
5 16707 (19,159



LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Statement of Activities
Year Ended June 30, 2007

(in Thousands)

Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets
Charges Operating Capital Governmental
for  Contributions Contributions Activities
Expenses Services and Grants and Grants 2007 2006
Governmental activities:
Recreation and
cuitural services $42,417 - - - (42,417)  (45,444)
interest expense 16,713 - - - {16,713) (17,477)
Totals $59,130 - - - (59,130)  (82,921)
General revenues:
Assessment revenue 78,088 77,825
Investment income 16,115 11,683
Other revenue 793 1,202
Total general revenues 94,996 90,710
Change in net assets 35,866 27,789
Net assets (deficit) at beginning of year {19,159)  (46,948)
Net assets (deficit) at end of year $ 16,707 (19,159)

See accompanying notes to the basic financial statements.
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Balance Sheet
Governmental Funds
June 30, 2007

(in Thousands)

Debt Totals
General Service 2007 2006
Assets
Pooled cash and investments {note 4) $ 266,981 65,527 332,508 317,476
Assessments receivable 7,348 - 7.348 8.850
interest receivable 2,222 218 2,440 1,882
Total assets $ 276,551 65,745 342,296 326,208
Liabilities and Fund Balances
Liabilities:
Accounts payable $ 1,107 - 1,107 2,011
Due to Los Angeles County (note 3) 8,098 - 8,998 7,080
Deferred revenue 5,234 - 5,234 4,855
Total liabilities 15,339 - 15,339 13,956
Fund balances:
Reserved:
Encumbrances 49,983 - 49,983 89,691
Debt Service - 65,745 65,745 66,164
Unreserved:
Undesignated 211,229 - 211,229 146,397
Total fund balances 261,212 65,745 326,957 312,252
Total liabilities and fund balances $ 278,551 65,745 342,296 326,208

See accompanying notes fo the basic financial statements.
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Reconciliation of the Balance Sheet of Governmental Funds
o the Statement of Net Assets

Governmental Funds
June 30, 2007

(in Thousands)

Fund balances of governmental funds $326,957

Amounts reported for governmentatl activities in the Statement of Net Assets
are different because:

Revenues that do not provide current financial resources are
not reported as revenues in the funds. 5,234

The following long-term liabilities are not due and payable in the current
period therefore are not reported in the funds:

Bonds payable (304,235)
Unamortized bond refunding charge 11,774
Unamortized bond premium (19,162)

Accrued liabilities in the Statement of Net Assets differ from
the amount reported in governmental funds due to accrued

interest on bonds payable. (3,861)
Net assets of governmental activities $ 16,707

See accompanying notes to the basic financial statements.

12



LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
Year Ended June 30, 2007

(in Thousands)

Debt Totals
General Service 2007 2006
Revenues:
Assessments $ 77,709 - 77,709 78,580
Investment income 12,749 3,366 16,115 11,683
Other revenue 793 - 793 1,202
Total revenues 91,251 3,366 94,617 91,465
Expenditures:
Current:
Services and supplies 1,437 - 1,437 2,042
Park improvements 27,025 - 27,025 31,136
Maintenance and servicing costs 13,955 - 13,955 12,266
Debt service:
Principal - 21,475 21,475 23,980
Interest - 16,020 16,020 17,151
Total expenditures 42,417 37,495 79,912 86,575
Excess (deficiency) of revenues
over (under) expenditures 48,834 (34,129) 14,705 4,890
Other financing sources (uses):
Transfers in (note 6) - 33,710 33,710 37,443
Transfers out (note 6) (33,710) - (33,710) (37,443)
Total other financing sources {uses) (33,710) 33,710 - -
Net changes in fund balances 15,124 (419) 14,705 4,890
Fund balances at beginning of year 246,088 66,164 312,252 307,362
Fund balances at end of year $ 261,212 65,745 326,957 312,252

See accompanying notes to the basic financial statements.
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LLOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to the Statement of Activities

Year Ended June 30, 2007

(in Thousands)

Net changes in fund balances - total governmental funds $ 14,705

Amounts reported for governmentatl activities in the Statement of
Activities are different because:

Revenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds. This is the net
change in deferred revenue from the prior year. 379

Repayment of bond principal is an expenditure in the governmental funds,
but the repayment reduced long-term liabilities in the Statement of Net

Assets. 21,475
Amortization of bond premium and refunding charges are not reported as

expenditures in the funds. (981)
Accrued interest for bonds payable. This is the net change in accrued

interest for the current period. 288
Change in net assets of governmental activities $ 35,866

See accompanying notes to the basic financial statements.

14
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes to the Basic Financial Statements

Year Ended June 30, 2007

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The following is a summary of the significant accounting policies of the Los
Angeles County Regional Park and Open Space District (the “District”):

History and Organization

General

Proposition A was passed by the voters on November 3, 1992, which provided
for the formation of the assessment district “Regional Park and Open Space
District” (the “District”). The District was formed and the assessments levied
pursuant to Sections 5538.9 and 5539.9 of the California Public Resources
Code. The objectives of the District are to improve the quality of life in the County
of Los Angeles through the preservation of beaches, parks, and wild lands; the
construction, renovation and improvement of new and existing recreational
facilities; and the restoration of rivers, streams, and trails. These powers are
exercised through the County of Los Angeles (the “County”) Board of
Supervisors, which acts as the governing body of the District. Among its duties,
it approves the District's budget, determines the District's assessment rates,
approves contracts, and determines when to issue bonds authorized by the
voters of the District. On November 5, 1996, the voters approved the Safe
Neighborhood Parks Proposition, which provided for the District to levy additional
assessments and to amend the method of assessments within the District.

Reporting Entity

The District is a component financial reporting unit of the County of Los Angeles,
as the governing board of the County also serves as the District's governing
board, and the County is financially accountable for the District.

The District is included in the County’s comprehensive annual financial report for
the year ended June 30, 2007.
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1L.OS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes to the Basic Financial Statements

(Continued)

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, (CONTINUED)

History and Organization, (Continued)

In evaluating how to define the District for financial reporting purposes,
management has considered all potential component units. The decision to
inciude a potential component unit in the reporting entity was made by applying
the criteria set forth by generally accepted accounting principles (“GAAP"). The
District does not have any components units.

Basis of Accounting and Measurement Focus

The basic financial statements of the District are composed of the following:

= Govermnment-wide financial statements

o Fund financial statements

« Notes to the basic financial statements
Financial reporting is based upon all GASB pronouncements, as well as the
FASB Bulletins that were issued on or before November 30, 1989 that do not
conflict with or contradict GASB pronouncements. FASB pronouncements

issued after November 30, 1989 are not followed in the preparation of the
accompanying financial statements.

16



-l

LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes 1o the Basic Financial Statements

(Continued)

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, (CONTINUED)

Basis of Accounting and Measurement Focus, (Continued)

Government-wide Financial Statements

Government-wide financial statements display information about the District as a
whole. These statements include separate columns for the government and
business-type activities of the primary government. The District does not have
business-type activities. Eliminations have been made in the Statement of
Activities so that certain allocated expenses are recorded only once (by the
function to which they are allocated). However, general government expenses
have not been allocated as indirect expenses to the various functions of the
District.

Government-wide financial statements are presented using the economic
resources measurement focus and the accrual basis of accounting. Under the
economic resources measurement focus, all (both current and long-term)
economic resources and obligations of the reporting government are reported in
the government-wide financial statements. Basis of accounting refers to when
revenues and expenses are recognized in the accounts and reported in the
financial statements. Under the accrual basis of accounting, revenues,
expenses, gains, losses, assets, and liabilities resulting from exchange and
exchange-like transactions are recognized when the exchange takes place.
Revenues, expenses, gains, losses, assets, and liabilities resulting from non-
exchange transactions are recognized in accordance with the requirements of
GASB Statement No. 33.

Program revenues include charges for services and payments made by parties
outside of the reporting District’s citizenry if that money is restricted to a
particular program. Program revenues are netted with program expenses in the
Statement of Activities to present the net cost of each program. The District did
not have any program revenues for the year then ended.

17



(b)

LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes {o the Basic Financial Statements

(Continued)

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, (CONTINUED)

Basis of Accounting and Measurement Focus, {Continued)

Proceeds of long-term debt are recorded as a liability in the government-wide
financial statements, rather than as an other financing source. Amounts paid to
reduce long-term indebtedness of the reporting government are reported as a
reduction of the related liability, rather than as an expenditure.

Fund Financial Statements

The underlying accounting system of the District is organized and operated on
the basis of separate funds, each of which is considered to be a separate
accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities, fund
equity, revenues and expenditures.

Governmental resources are allocated to and accounted for in individual funds
based upon the purposes for which they are to be spent and the means by which
spending activities are controlled.

Fund financial statements for the primary government's governmental funds are
presented after the government-wide financial statements. These statements
display information about major funds individually and non-major funds in the
aggregate for governmental funds. The District has no non-major funds.

18



1.LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes to the Basic Financial Statements

(Continued)

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, (CONTINUED)

Basis of Accounting and Measurement Focus, (Continued)

Governmental Fund Types

In the fund financial statements, governmental funds are presented using the
modified-accrual basis of accounting. Their revenues are recognized when they
become measurable and available as net current assets. Measurable means
that the amounts can be estimated, or otherwise determined. Available means
that amounts were collected during the reporting period or soon enough
thereafter to be available to finance the expenditures accrued for the reporting
period. For this purpose, the District uses an availability period of 60 days for
assessment revenues and 1 year for investment income.

Assessments and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period to the extent normally collected within the
availability period. Other revenue items are considered to be measurable and
available when cash is received by the district.

Exchange transactions are recognized as revenues in the period in which they
are earned (i.e., the related goods or services are provided). Locally imposed
fax revenues are recognized as revenues in the period in which the underlying
exchange fransaction upon which they are based takes place. Imposed non-
exchange transactions are recognized as revenues in the period for which they
are imposed. |If the period of use is not specified, they are recognized as
revenues when an enforceable legal claim to the revenues arises or when they
are received, whichever occurs first. Government-mandated and voluntary non-
exchange transactions are recognized as revenues when all applicable eligibility
requirements have been met.

19



LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Notes to the Basic Financial Statements

(Continued)

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, (CONTINUED)

Basis of Accounting and Measurement Focus, (Continued)

In the fund financial statements, governmental funds are presented using the
current financial resources measurement focus. This means that only current
assets and current liabilities are generally included on their balance sheets. The
reported fund balance (net current assets) is considered to be a measure of
“available expendable resources.” Governmental fund operating statements
present increases (revenues and other financing sources) and decreases
(expenditures and other financing uses) in net current assets. Accordingly, they
are said to present a summary of sources and uses of “available expendable
resources” during a period.

Non-current portions of long-term receivables due to governmental funds are
reported on their balance sheets in spite of their spending measurement focus.
However, special reporting treatments are used to indicate that they should not
be considered “available expendable resources” since they do not represent net
current assets. Recognition of governmental fund type revenues represented by
non-current receivables is deferred until they become current receivables.

Non-current portions of other long-term receivables are offset by fund balance
reserve accounts.

As a result of their spending measurement focus, expenditure recognition for
governmental fund types excludes amounts represented by non-current
liabilittes. Since they do not affect net current assets, such long-term amounts
are not recognized as government fund type expenditures or fund liabilities.

Amounts expended to acquire capital assets are recorded as expenditures in the
year that resources were expended, rather than as fund assets. The proceeds
of long-term debt are recorded as an other financing source rather than as a
fund liability. Amounts paid to reduce long-term indebtedness are reported as
fund expenditures.

20
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(c)

(d)

LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes to the Basic Financial Statements

{Continued)

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, (CONTINUED)

Basis of Accounting and Measurement Focus, {Continued)

When both restricted and unrestricted resources are combined in a fund,
expenditures are considered to be paid first from restricted resources and then
from unrestricted resources.

Major Funds

The major funds of the District are as follows:

General Fund:

The General Fund is available for any authorized purpose and is used to account
1]28; ;lf financial resources except those required to be accounted for in another
Debt Service Fund:

The Debt Service Fund is used to account for accumulation of resources for, and
the payment of principal and interest.

Cash and Investments

investments are reported in the accompanying financial statements at fair value.
Changes in fair value that occur during a fiscal year are reported as a component
of investment income. Investment income also includes interest earnings and
any gains or losses realized upon the liquidation, maturity, or sale of
investments,
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Notes to the Basic Financial Statements

(Continued)

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, (CONTINUED)

Cash and Investments, {Continued)

All cash and investment balances of the District are pooled and invested by the
County Treasurer and are subject to withdrawal from the pool upon demand.
Each fund's share in this pool is displayed in the accompanying financial
statements as pooled cash and investments. Investment income earned by the
pooled investments is allocated to the various funds based on fund's average
cash and investment balance, as provided by California Government Code
Section 53647.

Capital Assets

The District provides funding to other entities, including the County, for purposes
that may include acquiring real property. Title to properties acquired is recorded
in the name of the purchasing entity, not the District. Accordingly, there are no
capital assets recorded on the statement of net assets.

Deferred Revenue

Deferred revenue in the fund financial statements represents receivables at year
end that will not be collected soon enough to finance current year expenditures,

Prior Year Data

Selected information regarding the prior year has been included in the
accompanying financial statements. This information has been included for
comparison purposes only and does not represent a complete presentation in
accordance with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the government's prior year
financial statements, from which this selected financial data was derived.
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes to the Basic Financial Statements

(Continued)

BENEFITS ASSESSMENTS

The District's primary revenue source is the assessments which are levied
annually on each of the approximately 2.2 million parcels within the District's
boundaries. The District, as authorized by the Government Code, levied an
assessment on each parcel of real property within the District. The rate and
method of apportionment used in levying annual assessments for various
categories of property is established in the Engineer's Report for County of Los
Angeles Landscaping and Lighting District No. 92-1. The level of each
assessment is based on the size and use of each parcel and the resulting benefit
each parcel will receive from the proposed projects. The estimation of such
benefit is quantified by benefit points, which is based on the 1996 Proposition.

The annual rate of each assessment may not exceed $14.46 per benefit point.
The annual assessment for any parcel will consequently equal the annual rate
multiptied by the number of benefit points applicable to each parcel. The
assessment may be levied annually for a period of 22 years.

The expenditures of the District that are funded from the proceeds of the annual
assessments levied and collected are distributed as follows: a minimum of 80%
(but not more than 85%) of the assessments are used for the payment of debt
service on bonds, notes and other obligations issued by the District and for the
direct capitalized costs incurred on approved projects; 15% of assessments are
used of for maintenance and servicing of completed projects; and up to 5% of
the assessment are used to pay for the District's ongoing administrative
expenses.
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes fo the Basic Financial Statements

(Continued)

TRANSACTIONS WITH THE COUNTY AND OTHER AGENCIES

The County is responsible for providing all necessary employees to the District
for purposes of performing all District functions. Costs related to these
employees are billed to the District based upon actual time spent providing
District services. Accordingly, the District has no salaries and employee benefit
expenditures or supplies inventory. Accrued expenditures in the amount of
$8,998,000 as of June 30, 2007, for services provided by the County and other
agencies for reimbursable projects, have been recorded as “Due to Los Angeles
County”.

CASH AND INVESTMENTS

Pooled Cash and Investments

Cash and investments as of June 30, 2007 are classified in the accompanying
financial statements as follows:

Statement of Net Assets;

Pooled cash and investments $332,508,037
Total cash and investments $332.508.037

Cash and investments as of June 30, 2007 consist of the following:

Equity in County investment pool $332,508,037
Total cash and investments $332.508.,037
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1LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes to the Basic Financial Statements

(Continued)

CASH AND INVESTMENTS, (CONTINUED)

Equity in the Cash and Investment Pool of the County of Los Angeles

The District has no separate bank accounts or investments other than the
District's equity in the Los Angeles County Treasury Pool. The District is a
voluntary participant in that pool. This pool is governed by and under the
regulatory oversight of the Los Angeles County Treasurer and Tax Collector.

The District has not adopted an investment policy separate from that of the
County. The fair value of the District’s investment in this pool is reported in the
accompanying financial statements at amounts based upon the District’'s pro-rata
share of the fair value calculated by the County for the entire County portfolio.
The balance available for withdrawal is based on the accounting records
maintained by the Los Angeles County Auditor Controller, which are recorded on
an amortized cost basis.

Investments Authorized by Debt Agreements

Investment of debt proceeds is governed by provisions of the debt agreements,
rather than the general provisions of the California Government Code or the
County’s investment policy. The table below identifies the investment types that
are authorized. The tabie also identifies certain provisions of these debt
agreements that address interest rate risk and concentration of credit risk.

Maximum Maximum
Authorized Minimum Maximum Percentage Investment
Investment Type Rating Maturity Allowed in One Issyer

U.S. Treasury Obligations None None None None
U.S. District Securities AA None None None
Federal Agency Securities None None None None
Banker's Acceptances AA 270 days None None
Commercial Paper AA None Nane None
Negotiable Certificates of Deposit AA None None None
Repurchase Agreements AA None None None
Mortgage Securities AA None None None
Medium Term Notes AA 5 years None None
Money Market Mutual Funds AAA N/A None None
LA County Treasury Pool None None None None
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes to the Basic Financial Statements

(Continued)

CASH AND INVESTMENTS, (CONTINUED)

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely
affect the fair value of an investment. Generally, the longer the maturity of an
investment, the greater the sensitivity of its fair value fo changes in ‘market
interest rates. One of the ways that the County of Los Angeles manages its
exposure to interest rate risk is by purchasing a combination of shorter term and
longer term investments and by timing cash flows from maturities so that a
portion of the portfolio is maturing or coming close to maturity evenly over time
as necessary fo provide the cash flow and liquidity needed for operations.

Information about the District's exposure to interest rate risk as a result of its
equity in the cash and investment pool of the County of Los Angeles is provided
by disclosures in the notes to the basic financial statements of the County of Los
Angeles that shows the distribution of the County’s investments by maturity.

Information about the sensitivity of the fair values of the District’s investments
with the County to market interest rate fluctuations is provided by the following
table that shows the distribution of these investments by maturity:

Remaining Maturity (in Months)

12 Months 131024 More Than
Investment Type Total Or Less Months 24 Months

LA County Treasury Pool $332,508.037 332,508,037 - -

Total $332,508,037 332.508,037 -
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Notes fo the Basic Financial Statements

(Continued)

CASH AND INVESTMENTS, (CONTINUED)

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment. This is measured by the assignment of
a rating by a nationally recognized statistical rating organization. Presented
below Is the minimum rating required by (where applicable) the California
Government Code, the County’s investment policy, or debt agreements, and the
actual rating as of year end for each investment type. The County investment
policy establishes minimum acceptable credit ratings for investments from any
two nationally recognized statistical rating organizations. These guidelines are
summarized in the notes to the basic financial statements of the County of Los
Angeles.

Minimum Exempt Rating as of Year End
Legal From Not
Investment Type Total Rating Disclosure AAA Rated
LA County Treasury Poo!  $332,508,037 Neone - - $332,508,037
Totai $332,508.037 - - $332,508,037

Concentration of Credit Risk

There are no limitations on the amount that can be invested in any one issuer
beyond that stipulated by the California Government Code. All investments of
the District are in an investment pool. Althcugh the District has no limitations on
the amount that can be invested in any one issuer beyond those stipulated by
the California Government Code, all investments are in the Los Angeles County
Treasury Pool which is subject to the County investment policy limitations on the
amount of pooled funds that may be invested in any one issuer.

Custodial Credit Risk

The District does not have significant separate certificates of deposit or demand
accounts with fiscal agent that are subject to disclosable custodial credit risk (as
defined by GASB Statement No. 40). The District does not have direct
investments in securities subject to disclosable custodial credit risk (as defined
by GASB Statement No. 40).
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(Continued)

LONG-TERM OBLIGATIONS

The following is a summary of the changes in outstanding bonded indebtedness
during the fiscal year ended June 30, 2007:

Amount Due
Balance at Balance at Within One
Issuance June 30,2008 Additions Reductions  June 30, 2007 Year
1997 A Bonds $147,995,000 - (21,475,000) 126,520,000 22,830,000
2005 A Bonds 177,715,000 - - 177,715,000
Refunding (12,754,679) - 981,129 (11,773,550)
Premium 19,161,495 - - 19,161,495

8332116816 - (20.493.871) 311,622,845 22,6300

1997 A Bond Issuance

On November 1, 1997, the District issued $510,185,000 in Limited Obligation
Improvement Bonds, Series 1997A, with interest rates ranging from 4.2% to
6.0%. The bonds were issued to advance refund the outstanding principal of the
Series 1994A Bonds, and for acquisition, restoration, improvement, and
preservation of beach, park, wildlife, and open space resources within the
District. The bonds are payable from the proceeds of annual assessments
levied on parcels within the district boundaries. Interest is payable April 1 and
October 1 of each year. Final bonds mature in 2019. The outstanding balance
as of June 30, 2007 is $126,520,000. The District has established and
maintained a reserve account in accordance with the bond indenture. The
reserve account has a balance of $17,720,922 as of June 30, 2007.
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes to the Basic Financial Statements

(Continued)

LONG-TERM OBLIGATIONS, CONTINUED

2005 A Bond issuance

On January 20, 2005, the District issued $181,220,000 in Revenue Refunding
Bonds, Series 2005A, with interest rates ranging from 3.0% to 5.25%. The bonds
were issued to advance refund $188,175,000 of the outstanding principal of the
Series 1997A Bonds. The net proceeds of the bonds plus a portion of the 1997
bond reserve were used to purchase state and local government securities.
Those securities were deposited in an irrevocable trust with an escrow agent to
provide for all future debt service payments on the refunded portion of the 1997
bonds. As a result, that portion of the 1997 bonds are considered to be
defeased and the liability for those bonds has been removed from the
government-wide statement of net assets.

The 2005 bonds are payable from the proceeds of annual assessments levied
on parcels within the district boundaries. Interest is payable April 1 and
October 1 of each year. Final bonds mature in 2019. The outstanding balance
as of June 30, 2007 is $177,715,000.

The District has established and maintained a reserve account in accordance
with the bond indenture. The reserve account has a balance of $17,757,356 as
of June 30, 2007. The funding in such amount provides a source of security that
facilitated the marketing of the bonds at the interest rates provided thereon, was
necessary for the District to obtain ratings from the rating agencies, was a vital
factor in marketing the bonds, and is not in excess of the amount reasonably
necessary for such purposes.
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes to the Basic Financial Statements

(Continued)

5. LONG-TERM CBLIGATIONS, CONTINUED

The minimum annual requirements to amortize bonds as of June 30, 2007 are
presented in the following schedule.

Year 1997 Bonds 2005 Bonds
Ending Premium
June 30, Principal interest Principal interest Amortization

2008 $ 22,630,000 6,079,381 - 8,755,950 -
2009 8,480,000 5,238,000 15,190,000 8,406,200 1,637,808
2010 8,950,000 4,758,675 15,885,000 7,682,575 1,712,744
2011 9,440,000 4,252 950 16,635,000 6,932,044 1,793,610
2012 9,960,000 3,719,450 17,385,000 6,135,763 1,874,477
2013 10,505,000 3,156,662 18,230,000 5,260,387 1,965,586
2014 11,085,000 2,570,638 19,140,000 4,326,137 2,083,703
2015 11,680,000 1,981,500 20,085,000 3,345,283 2,166,673
2016 12,265,000 1,382,875 24,100,000 2,315,388 2,275,033
2017 4,995,000 961,375 7,870,000 1,581,300 848,555
2018 5,245,000 695,375 8,285,000 1,157,231 893,301
2019 5,505,000 426,625 8,720,000 710,850 940,203
2020 5,780,000 144 500 9,180,000 240,975 989,802

Total  $126,520,000  35358.006 177715000 56,850,063 19,161,495

6. INTERFUND TRANSFERS
Transfers in and out for the year ended June 30, 2007 are as follows:

Transfers from Transfers to Amount

General Fund Debt Service Fund $33,710,242 (1)

(1) To transfer funds to cover debt service payments.
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(Continued)

CONTINGENT LIABILITIES

Ciaims and suits have been filed against the District in the normal course of
business. The outcome of these maiters is not presently determinable.
However, in the opinion of management, the resolution of these matters is not
expected to have a significant impact of the financial condition of the District.

UNRESTRICTED NET ASSETS

GASB Statement No. 34 requires that local governments record in the statement
of net assets the local government's liability for debt issued to finance the
construction and acquisition of assets to be owned by other parties. GASB
Statements No. 33 and 34 do not permit the recognition of assets for future tax
increment revenues that are pledged for the annual retirement of bonded debt
issuances. Any negative equity resulting from the reporting of the District's
liability for this debt is required by GASB No. 34 to be reported as unrestricted
net assets. This year the Statement of Net Assets reflected positive net assets
for the first time, in the amount of approximately $16.7 million. In future years,
net assets are expected to continue to gradually increase as the bonds are
redeemed.

SUBSEQUENT EVENT

On July 5, 2007, the County issued $94,315,000 of Regional Park and Open
Space District Series 2007A Refunding Revenue Bonds, maturing from 2007 to
2019, with yields ranging from 3.52% to 3.94%. Proceeds from the sale of the
bonds together with other monies of the District were used to redeem all of the
cutstanding Series 1997A District revenue bonds, fund a reserve account, and
pay issuance costs.
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Schedule of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual
General Fund

Year Ended June 30, 2007

{in Thousands)

General Fund

2007 Variance -
Original Final Actual Favorable
Budget Budget  {(Budgetary Basis) (Unfavorable)
Revenues:
Assessments $ 78,236 78,238 78,129 (107)
Fines, forfeitures and penalties 1,135 1,135 793 {342)
Investment income 6,469 6,469 12,680 8,211
Total revenues 85,840 85,840 91,602 5,762

Expenditures:
Recreation and cultural services:

Services and supplies 4,227 4,227 3,117 1,110
Other charges 145,163 129,755 39,954 89,801
Total expenditures 149,390 133,982 43,071 90,911

Excess (deficiency) of revenues
over {under) expenditures {63,550) {(48,142) 48,531 96,673

Other financing sources (uses):

Transfers in 61,530 61,530 65,453 3,923
Transfers out (85,842) (101,050) (99,164) 1,886
Appropriation for contingencies (12,374) (12,374) - 12,374
Changes in reserves and designations (62,872) {52,872) {49,708) 3,164
Other financing sources (uses) (89,358) (104,766) (83,419) 21,347
Net change in fund balance (152,908) (152,908) (34,888) 118,020
Fund balance at beginning of year 154,588 154,588 154,588 -
Fund balance at end of year $ 1,680 1,680 119,700 118,020
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Notes to the Required Supplementary Information

Year ended June 30, 2007

BUDGETS AND BUDGETARY INFORMATION

In accordance with the provisions of Section 29000-29144 of the Government
Code of the State of California (the "Government Code”), commonly known as
the County Budget Act, a District budget is adopted on or before August 30 for
each fiscal year. Budgets are adopted for the General Fund on a basis of
accounting, which is different from generally accepted accounting principles
("GAAP").

For budgetary purposes, encumbrances and other reserves are also recorded as
other financing uses at the time they are established. For encumbrances, this
occurs at the time contracts or other purchase agreements are entered into.
Other reserves are also recognized as other financing uses to indicate that
certain assets (such as inventories) are not available for appropriation.
Cancellations of encumbrances and other fund balance reserves are recorded
as other financing sources for budgetary purposes.

Under the budgetary basis, property tax revenues are recognized to the extent
that they are collectible within one year after year-end. Under the modified
accrual basis, property tax revenues are recognized only to the extent that they
are collectible within 60 days.

For budgetary purposes, investment income is recognized prior to the effect of
changes in the fair value of investments. Under the modified accrual basis, the
effects of such fair value changes have been recognized.

Expenditures are controlled on the object level for all District budgets. Any
excess of budgeted expenditures and other financing uses over revenue and
other financing sources is financed by beginning available fund balance as
provided for in the County Budget Act. There were no expenditures that
exceeded the related appropriations within any fund as of June 30, 2007,
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT
Notes to the Required Supplementary Information

(Continued)

RECONCILIATION OF OPERATIONS ON MODIFIED ACCRUAL BASIS TO
BUDGETARY BASIS

The District's Statement of Revenues, Expenditures and Changes in Fund
Balances — All Governmental Fund Types has been prepared on the modified
accrual basis of accounting in accordance with GAAP. The Budgetary
Comparison Schedules for the General Fund and Debt Service Fund have been
prepared on the budgetary basis, which is different from GAAP.

The following schedule is a reconciliation of the budgetary and net changes in
GAAP fund balances as of June 30, 2007 (in thousands):

General Fund  Debt Service

Net change in fund balance -

budgetary basis $(34,888) 7,857
Reserves and designations 49,708 (8.271)
Subtotal 14,820 (414)
Adjustments:
Changes in accruals 304 (5

Net change in fund balance -
GAAP basis 3 15,124 41

<O

|
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LOS ANGELES COUNTY REGIONAL PARK AND OPEN SPACE DISTRICT

Schedule of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual

Debt Service Fund

Year Ended June 30, 2007

Revenues:
investment income

Total revenues

Expenditures:
Debt Service
Principal
Interest

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses):
Transfers in
Transfers out
Changes in reserves and designations

Other financing sources (uses) - net

Net change in fund balance

Fund balance at beginning of year

Fund balance at end of year

(in Thousands)

Debt Service Fund

2007 Variance -
Original Final Actual ravorable

Budget Budget  (Budgetary Basis) (Unfavorable)
556 556 3,368 2,812

556 556 3,368 2,812
21,475 21,475 21,475 -
12,488 16,021 16,020 1
33,963 37,496 37,495 1
(33,407)  (38,940) {34,127) 2,813
24112 27,645 33,710 6,065
8,274- 8,2741: 8,2743:
32,386 35,919 41,984 6,065
(1,021) {1,021) 7,857 8,878
1,024 1,024 1,024 -

3 3 8,881 8,878
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REPORT ON COMPLIANCE AND OTHER MATTERS AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Supervisors
Los Angeles County Regional Park and Open Space District
Los Angeles, California

We have audited the financial statements of the governmental activities and each major fund of
the Los Angeles County Regional Park and Open Space District (the “District”), a component
unit of the County of Los Angeles, as of and for the year ended June 30, 2007, which
collectively comprise the District’s basic financial statements and have issued our report thereon
dated January 8, 2008. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

internal Control Over Financial Reporting

In planning and performing our audit, we considered the District's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not far the purpose of expressing an opinion on the
effectiveness of the District’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control



Board of Supervisors

Los Angeles County Regional Park and Open Space District
L.os Angeles, California

Page Two

deficiency, or combination of control deficiencies, that adversely affects the District's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the District's financial statements that is more than inconsequential will not be
prevented or detected by the District's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the District’s internal control,

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily disclose all
deficiencies in internal control that might be significant deficiencies or material weaknesses. We
did not identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.

This report is intended solely for the information and use of the Board of Supervisors, and

management of the District and is not intended to be and shouid not be used by anyone other
than these specified parties.
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Irvine, California
January 8, 2008



